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SUMMARY AND CONCLUSIONS 


The percentage of market hogs sold on a grade and yield basis. is 
increasing each year. If a producer desires to sell hogs on this basis, he 
should keep in mind he is actually selling carcasses and not live hogs. Most 
grade and yield programs currently quote prices on a live weight basis rather 
than a carcass basis. Many items should be considered and compared in 
addition to base live price differences. If a seller does not have knowledge 
of all the variables that make up the final price, comparing the base live 
price among firms can be misleading when selling on a grade and yield basis 
because the higher base live price may not actually result in the highest 
carcass price. 


Current packer grade and yield programs utilize arbitrarily estab- 
lished standards for grade and yield procurement which result in 
confusing and misleading information for producer-sellers. These 
standards differ widely among plants. 


The practice of assigning carcass weights to live weight ranges 
using low standard yields does not accurately reflect true live 
weights of the hogs. This makes it difficult for the producer to 
know the most desirable weight to sell hogs. When packers assign 
live weight ranges for carcass weight purchases, the settlement 
reports show incorrect information. The true live weight range is 
not known because packers do not weigh live hogs individually. 


Grade standards and the amounts of grade adjustments are not ade- 
quately communicated to the seller prior to the sale. Without 
the seller knowing the grade standards, the usefulness of the 
premium and discount amounts is greatly diminished. Sellers may 
have misconceptions concerning grade premiums if they feel a base 
hog approximates an average hog. 


The yield gain shown on the settlement report is a meaningless 
figure and has the potential to mislead the seller. This occurs if 
sellers perceive the yield gain as being an amount above the amount 
for the average hog. This perception may result from using the term 
"sain," since it is commonly thought of as an extra or a benefit. 
Generally, if packers promote this perception, they are deceiving 
the seller, since most firms set their standard yields at levels 
below the yields of the average hog. 


Most firms pay for lost identity carcasses based on average results 
of the other carcasses in the lot and generally don't make the 
seller aware of this modification or the number of carcasses 
involved. 


ai. 


In order to make a more intelligent marketing decision, the seller should 
obtain and compare all relevant information from packers in the marketing 
area. The following information should be obtained from each packer in 
comparing grade and yield programs: 

Ns Base Carcass Prices for Relevant Weight Ranges 

2% Grade Premium and Discount Schedule for Relevant Weight Ranges 

x Grade Standards for Relevant Weight Ranges 

4, Payment for Trimmed Carcasses 

ae Payment for Lost Identity Carcasses 


6. Payment for Condemned Carcasses 


Since the above items are relevant to the actual settlement, packers 
should readily make this information available. 


The elimination of live weight ranges, standard yields, and base live 
prices in describing grade and yield programs and reporting results would 
greatly simplify marketing. In addition, comparable quality grade standards 
within the industry would eliminate much of the difficulty the seller may have 
when comparing grade and yield programs. 
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GRADE AND YIELD MARKETING OF HOGS 


INTRODUCTION 


In the early 1980's, national producer groups expressed concern over the 
lack of comparability in packers' grade and yield programs and the lack of 
incentives for continued efforts to improve the overall quality of market 
hogs. 


During 1982, the Packers and Stockyards Administration conducted an 
extensive review of the procurement programs of major hog slaughterers. The 
purpose was to analyze current grade and yield marketing systems and to deter- 
mine their differences and the effect these differences might have on the 
producer's marketing decisions and dollar returns. 


The review included 20 hog slaughtering plants operated by 12 different 
firms. These 20 plants were located in the States of Iowa (7 plants), 
Minnesota (3 plants), Nebraska (2 plants), Kansas, South Dakota, Wisconsin, 
Missouri, Tennessee, Illinois, Indiana, and Ohio (1 plant each). As the maps 
on page 2 illustrate, these states represent the major hog marketing and 
slaughter regions of the United States. 


Detailed information generally was obtained on all barrows and gilts 
slaughtered by the 20 plants for 2 weeks in October 1981, and 1 week each in 
February and March 1982. All numbers and percentages in this report are based 
on the information obtained for this 4-week period. Lots with five head or 
less were not considered. The 20 plants slaughtered over 1.5 million barrows 
and gilts during these periods, which represented over 23 percent of all 
barrows and gilts slaughtered by federally inspected slaughtering plants in 
the United States during the same period. Overall, the 20 plants purchased 32 
percent on a carcass weight or carcass grade and yield basis, and 68 percent 
on a live weight basis. For individual plants, percentages for grade and 
yield purchases ranged from a high of 82 percent to a low of 3 percent. 


Packers generally promote grade and yield programs as an opportunity for 
the producer to receive monetary rewards for selling quality hogs. A long- 
term advantage promoted is the fact that sellers marketing hogs on a grade and 
yield basis normally receive an accounting of carcass data, which may be used 
to improve the quality of the herd. 





Hogs and Pigs Sold by County: 1978 
(All Farms--County Unit Basis) 





20,000 - 34,999 
35,000 - 49,999 
50,000 or more 


United States 
Total 


92,140,548 U.S. Department of Commerce 
Bureau of the Census 








U.S. Department of Agriculture 
Packers and Stockyard Administration 





There are advantages to packers who purchase hogs on a grade and yield 
basis. Some of these advantages follow: 


a) Errors by the buyer are eliminated: (1) the packer does not pay 
for fill, (2) carcasses can be graded more accurately than live 
hogs, and (3) there is a perfect weight sort on the lot. 


b) Producers are encouraged, through premiums and discounts, 
to market the type of hogs the packer needs and wants. 


c) The packer does not normally pay for condemned hogs. Also, 
when carcasses with bruises must be trimmed on the kill floor, 
the seller stands the weight loss and in some cases an addi- 
tional monet'ary discount. 


Over the years packers have explained their grade and yield programs in 
terms of live weights and prices, and the programs have become extremely 
complicated in deriving a final value and accounting to the seller. Of more 
concern to this agency is the possible misinterpretation and/or deception that 
occurs because of the complexity of the accounting procedures. 


Today many of the factors and calculations used on grade and yield 
accountings in converting a carcass back to a live weight are misleading to 
the seller. 


The primary reasons given by sellers for not marketing their hogs on a 
grade and yield basis are the following: 


a) They are satisfied with the live marketing system. 


b) The payment to the seller is delayed until after the hogs 
have been slaughtered, weighed, and graded. Payment for 
live purchases is normally the day of sale. 


c) The seller stands the loss for any condemned carcasses 
and the weight loss on carcass trimming, plus a possible 
monetary discount. 


d) The seller has to sort closely, and sell hogs which weigh in 
the preferred weight range. 


e) The seller is uncertain as to whether he will receive more money 
selling hogs on a grade and yield basis. 


f) Grading is based upon visual and/or measured appraisal by an 
employee of the packer (company grader), and is not normally 
subject to verification by the seller. 


g) The criteria for determining carcass grades have not been 
standardized among packers so that sellers can readily compare 
grade and yield programs of different packers. 


h) The seller must depend upon the technical competence and integrity 
of the packer to maintain identity, proper handling, and accurate 
weighing and grading of the lot. 


Hog producers were interviewed to determine their opinions of both live 
marketing and grade and yield marketing of hogs. Some of their comments and 
misconceptions on grade and yield marketing include: 


1) Base Live Price - Most producers felt the base live price 
is the most important factor when comparing grade and yield 
programs of packers. 


FACT: The base live price is only a starting point in 
determining carcass price. The highest base live price 
may not result in the highest carcass price. 





2) Standard Yield - A majority of the producers thought the 
standard yield was an average yield of all hogs marketed. 


FACT: Standard yield is an assigned percentage used by the 
packer which does not represent the yield of an average hog. 
The actual yield exceeded the standard yield 92 percent of 
the time for grade and yield lots. 





3) Grades - Most producers felt the criteria used by packers 
to determine carcass grades are somewhat similar. 


FACT: The criteria vary considerably and the number of car- 
casses assigned into the upper grades varies dramatically. 


4) Yield Gain - Many hog producers thought yield gain (or 
similar language on the grade and yield settlement report) 
actually put more dollars in their pocket. 


FACT: Yield gain is not an additional premium to the grade 
and yield seller. It is a dollar amount difference between 
the actual yield and the standard yield of the lot. Since 
the standard yield is a predetermined figure and the actual 
yield is the result of using the actual hot weights, the 
"yield gain" computation is meaningless. 





5) Carcass Weight Assignment - Nearly all producers interviewed 
had hogs on their grade and yield settlement report placed in 
a heavier live weight range than they estimated any of their 
hogs actually weighed. 


FACT: Due to the use of low standard yields, it is possible for 
a hog with an actual live weight of 235 pounds to be accounted 
for on the settlement report as a 240- to 250-pound hog. 


6) Lost Carcass Identity - Most of the producers did not realize 
that the identity of some carcasses is lost. Many of the pro- 
ducers who knew of the lost identity did not understand how 
payment was determined. 


FACT: The identity of some carcasses is lost due to tattoo 
numbers which are not legible or are misread. Most packers 
pay the seller by using the average weight and average grade 
of the hogs in the lot, but few settlement reports show this. 





7) Shrink - Some producers interviewed take their hogs off feed 
and water the night prior to sale, primarily to increase the 
yield and presumably the value of their hogs. 


FACT: Increasing yields in this manner increases the live per 
hundredweight amount, but does not increase the total payment 
for the hogs. 





The above mentioned topics will be explained in more detail later in this 
report. The report will present a generalized description of a typical grade 
and yield program, discuss variability among packers' programs, and explain 
areas which could be confusing or misleading to sellers. 


A TYPICAL GRADE AND YIELD PROGRAM 


Before the typical grade and yield program is discussed, live weight 
purchasing is briefly described. Most plants determine a live market price 
on a daily basis by using available market information. This information 
includes current values of carcass cuts, evaluation of the previous day's 
competitive situation and anticipated live hog marketings. Consideration is 
also given to weather conditions, sales commitments, labor contract demands, 
and similar factors. As factors change, the market price may change through- 
out the day, depending on the individual plant. This market price, in most 
cases, represents a market hog weighing 210-240 pounds with an average yield 
and average grade. The packer will also establish a lower market price for 
hogs outside this weight range. These weight ranges are normally in 10-pound 
increments such as 200-209 or 201-210. 


The packer-buyer evaluates each lot in terms of anticipated weights, 
grades, yield, condition, and the like. With these considerations in mind, 
the packer-buyer makes an offer for each lot. Generally, most sellers of live 
hogs receive the live market price established for the weight range in which 
the average weight of the lot occurs. Price adjustments appear to be made 
upward for top quality hogs and downward for less desirable weight and/or 
quality hogs, if recognized by the buyer. 


The producer who sells on the basis of grade and yield is actually 
selling hogs on a carcass basis, not live hogs as described above. Grade and 
yield purchase programs vary among individual packers. In most cases, the 
differences are in terminology, standards, amounts for premiums or discounts, 
and the mechanics of calculating and reporting the results to the seller. 
Grade and yield programs use basic procedures and relationships which are 
generally the same for all packers. The following subsections describe 
procedures, standards, and parameters used by a typical plant in computing 
carcass prices. 


Grade and Yield Base Live Price 


Each day the packer establishes a grade and yield base live price for a 
standard or base hog. This price is normally associated with the price for 
live purchases. The base live price for grade and yield hogs may be the same 
price or as much as a dollar lower than the price for live purchases. The 
price is for hogs in the packer's preferred or "base" weight ranges. The 
preferred weight range is usually a 30- or 3l-pound range, such as 210-240. 


Packers discount the grade and yield base live price for each 10-pound 
weight range above and below the plant's base weight range. Table 1 illus- 
trates a typical schedule of live-weight range price discounts and the 
resulting schedule of grade and yield live prices by live-weight range. In 
this illustration, the plant has established live-weight ranges for hogs 
weighing between 180 and 280 pounds; the preferred or base-weight range is 210 
to 240 pounds. 


Table 1-- Typical schedule of grade and yield live prices by live-weight range 


Live-weight Price discount from Grade and yield 
range base live price live price 
(pounds) ($/hundred pounds) ($/hundred pounds) 
180 - 189 ZU 47.50 
190 - 199 LU 48.50 
200 - 209 0.50 49.50 
210 - 240 (Preferred or base 0 50.00(Base 
weight range) Live price) 
241 - 250 O25 49375 
251 - 260 Ui PS) 49.25 
261 - 270 esp fe) AS 775 
271 - 280 172 BOe2) 


Standard Yields by Weight Range 


- Standard live-to-carcass weight yields, typically referred to as standard 
yields, are established by packers for each weight range and usually remain 
unchanged for an extended period of time. The standard yield typically 
increases as the live-weight range increases. Standard yields are established 
independently by each packer and generally differ from plant to plant or firm 
to firm. 


The standard yield is used by the packer to convert the live-weight range 
to a carcass-weight range, and to convert the grade and yield live price to a 
base carcass price. Therefore, the choice of standard yields by the packer 
has a direct effect upon the plant's carcass prices. 


Conversion of Live-Weight Range to Carcass-Weight Range 


Table 2 illustrates the procedure typically used in converting live- 
weight range to carcass-weight range. Multiplying the parameters of each 
live-weight range by its assigned standard yield results in the approximate 
carcass-weight range. However, due to rounding and changes in standard yields’ 
for various weight ranges, small differences may occur in the calculated 
versus the carcass-weight ranges assigned by the packer. 


Table 2-- Conversion of plant live-weight range to plant carcass-weight range 





@5) (2) (3) 
Live-weight Standard Carcass-weight 
range yield range 1/ 
(pounds) (percentage) (pounds) 

180 - 189 Tin 130 - 137 
190 - 199 Vent 138 - 145 
200 - 209 12.0 146 - 152 
210 - 240 F350 6s ye Foy 5 be) 
241 - 250 idee 176 - 183 
2518 —2 260 Tots) 184 - 191 
2615——77 0 ey 192 - 199 
271 - 280 139 200 - 207 


1/ Column 1 times column 2. 


Conversion of Grade and Yield Live Price to Carcass Price 


The grade and yield live price for each weight range is converted to a 
base carcass price by dividing the live price for each weight range by the 
respective standard yield, as is illustrated in table 3. The base carcass 
price refers to the price for all weight ranges prior to adjustments for 
grades, whereas the base live price refers only to the price for the preferred 
weight range. The grade and yield live price is used only to establish the 
carcass price and to serve as a reference for the buyer and seller. 


Some packers establish different standard yields for each 10-pound 
increment within the preferred weight range. When this occurs, only the 
portion of the range with the lowest standard yield receives the maximum 
carcass price. Seven of the plants had more than one standard yield for the 
preferred weight range. Table 4 illustrates how hogs within the preferred 
weight range may receive different base carcass prices although the base live 
price is the same. 


Table 3-- Table of grade and yield weight ranges, standard yields, 
and base price relationships 


(1) (2) (3) (4) (5) 
Base 

Live-weight Grade and yield Standard Carcass-weight carcass 
range live price yield range price 1/ 
(pounds) ($/hundred lbs.) (percentage) (pounds) ($/hundred lbs.) 
180-189 47.50 V2 3 130-137 65.70 
190-199 48.50 Pod 138-145 66.71 
200-209 49.50 Leo 146-152 67499 
210-240(preferred 50.00 (base live 73-0 153-175 68.49 

weight range) rice) 
241-250 49.75 732 176-183 67.96 
251-260 49.25 7325 184-191 67.01 
261-270 48.75 The ieg | 192-199 66.15 
271-280 48.25 W309 200-207 65.29 


1/ Column 2 divided by column 3. 


Table 4-- Base carcass price variation within the preferred weight range of 
210-240 pounds 


(1) (2) (3) (4) (5) 
Base Base 

Live-weight live Standard Carcass-weight carcass 
range price yield range pricess it: 
(pounds) ($/hundred lbs.) (percentage) (pounds) ($/hundred lbs.) 
210-220 50.00 72.40 153-160 69.06 
221-230 50.00 12%65 161-168 68.82 
231-240 50.00 72.90 169-175 68.59 


1/ Column 2 divided by column 3. 


Quality Grade Adjustments 


The packer establishes grade standards for carcasses in each carcass- 
weight range. These grades are designated by names, letters, or numbers 
assigned by the packer. All hogs sold on a grade and yield basis are graded 
after slaughter by an employee of the packer. 


Each packer typically has one grade for which there is no grade price 


adjustment. This is known as the base grade or base quality carcass. 
Carcasses grading above the base generally receive a premium, and those 
grading below receive a discount. The base carcass for each weight range is 


usually of relatively low quality. For example, during the period reviewed, 
82 percent of the grade and yield hogs graded better than base quality. 


The packer has established a schedule of price adjustments for grades. 
These are applied to the base carcass prices for each weight range. Grade 
adjustments are the packers' estimates of the difference in value of 
individual carcasses. The amount of premium or discount for a given grade 
generally varies by carcass-weight range. As most hogs grade above the base 
grade, grade adjustments will typically be positive (premiums) rather than 
negative (discounts). 


Table 5 illustrates the use of grade price adjustments to the base 
carcass prices to obtain a schedule of plant grade and yield carcass prices. 
For simplicity, in this illustration, the adjustment in base carcass price for 
each carcass grade is uniform across all weight ranges. 


Determination of Payment for Condemned, Trimmed, and Lost Identity Carcasses 


Factors also considered in determining total payment include adjustments 
for condemned or trimmed carcasses, or carcasses with lost identity. 
Depending on the firm, payment for condemned carcasses ranges from zero (where 
the seller stands the entire loss) to the average price and weight of the lot. 
Packers generally determine payment for excessively trimmed carcasses in one 
of three ways. Some add back the approximate weight of the trim removed 
before calculating carcass value; some have the seller stand the loss of 
weight of the trim; and others make an additional discount for the trim. For 
minor trim the producer loses the weight of the carcass portion removed. 


Payment for unidentified carcasses is normally based on the average 
weight of the carcasses in the lot which are identified. Packers generally 
assign the grade based on either their top grade, the top grade of the 
identified carcasses, or the average grade of the identified carcasses. 
Packers lose identity of a certain number of carcasses during the slaughtering 
process. This loss is due mainly to problems with identifying tattoo numbers, 
which may be illegible, cut off due to trimming, or misread by the grader. 
Only one packer in this review indicates on the grade and yield settlement 
reports the existence of unidentified carcasses and the payment calculation. 
Others assimilate that information in the settlement report, and give no 
indication to the seller that payment for a portion of the lot was an estimate 
based on an average weight and assigned grade. 


In summary, producers are selling carcasses not live hogs. Once the 
procedures illustrated in tables 2 and 3 are complete, the packer has a set of 
carcass-weight ranges and corresponding base carcass prices. The only reason 


base live price and live-weight range have any relevance is that packers quote 


them. For any individual carcass the total payment to the seller would be as 
follows: 


[Base carcass price +/- premium/discount for grade] x actual carcass weight, 
less any deductions for trim. 
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A TYPICAL GRADE AND YIELD SETTLEMENT REPORT 


Producers who sell on the basis of grade and yield receive a settlement 
report containing carcass information about their lot of hogs. The amount and 
type of information in the report varies by packer. Reports generally show 
live-weight ranges, total live and carcass weights, grade and yield base live 
price, carcass prices, number in each grade, and total payment. 


Two amounts shown on the settlement report which appear to be price 
adjustments are labeled "grade gain" and "yield gain," or some similar 
language. Grade gain is the portion of total payment due to the net amount of 
grade premiums and discounts. It is typically reported in both total and live 
hundredweight (cwt.) amounts. Yield gain is an amount derived from the 
difference between the standard yield and actual yield of the lot, and can be 
calculated several ways. In theory, it is the portion of the total payment 
attributable to the hogs yielding more than the standard yield. In reality, 


the seller does not receive additional payment specifically because the hogs 
yielded an amount above the standard yield. 


Some packers report a sort factor on the settlement. It is typically a 
negative amount or sort loss. The sort factor shows sellers the theoretical 
loss from hogs weighing outside the preferred weight range. No actual 
deduction from the payment amount is made; however, carcasses outside the 
preferred weight range receive less than base price. 


The total amount the seller receives is also shown as a live per 
hundredweight amount. The report generally compares this amount to the grade 
and yield base live price. The seller usually receives an amount over the 
base live price. This amount is approximately equal to the sum of the 
reported grade gain, yield gain, and sort factor. 


Table 6 is a typical grade and yield settlement report with explanations 
and calculations of the items shown. 


te 


Table 6-- A typical grade and yield settlement report 


Base live price 1/--- $50.00 Average base live price 2/-- $49.59 Total live weight 3/- 1895 


Total head 4/-------- 8 Base carcass price 5/------- $68.02 Tattoo number-------- 1234 
(preferred weight range) 








6/ WS ie yo acy, U2 oie 3 POE A / tig 31S (UP as 16/ w7/ 
Base Base Grade Grade Total 

Weight range Live No. Std. carc. Carc. carc. Grade prem. prem. carc. Total 
Live Carcass price head yield _ price weight value cwt. total price value 
231-240 170-176 50.00 1 2 eis) 68.02 170 PUSeO3 2 +1.00 PT Oar Oo. OF Lives 
241-250 177-184 49.75 1 ii OanOr «cn 181 121.66 1 F200 3.62 69.22 125420 
241-250 177-184 49.75 3 TRLOL BOT G22 53// 360.97 2 +1.00 Dey 68.22 366.34 
251-260 185-192 49.25 1 74.0 66.55 189 WPS TF 1 7) OO, Se The} 68.55 £29.55 
251-260 185-192 49.25 2 74.0 66.55 374 248.89 3 -0- 0 66.5) 248.89 
Totals/averages 49.59 67,05 5 1451 972.92 14.47 68.04 98 iqae 

Overall lot summary: 

Actual yield 18/ ----- 10307 Total live weight 21/ --------- 1895 

Standard yield 19/ --- 73.94 Total hot carcass weight 22/--- 1451 

Yield difference 20/ -- 2.63 

Total Per live cwt 

Lot value 23/ --------- $987.39 $52..10 

Yield gain 24/ -------- $33.16 s1.I95 

Grade gain 25/ -------- $14.47 $0.76 

Sort factor 26/ ------- S= 6213 $- 0.43 
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Footnotes to Table 6 (p. 13) 


The grade and yield base price per hundredweight quoted the seller. For 
this example, the base price represents a 211-240 pound (the preferred 
weight range) base quality hog. 


The per hundredweight amount the seller would have received for this 
lot of hogs had they been standard yielding hogs of base quality. The 
average base live price ($49.59) can be computed thus: 


Total carcass weight (1451) 
Standard yield (73.94) 


Standard live wt. (1962#) 
Sum of base carcass values 
from column 12 ($972.92) 
Standard live wt. (1962#) 


Avg. base live price ($49.59) 


Actual live weight of the lot. 
Total head (8). 


The maximum base carcass price the seller will receive using a $50.00 
base live price. The base carcass price is determined thus: 


Base live price ($50.00) 


Standard yield (73.5%) = Base carcass price ($68.02) 


The actual carcass weight ranges and the corresponding assigned live 
weight ranges. 


The grade and yield live price for each weight range. The base live 
price of $50.00 is for hogs assigned to the 211-240 pound range. The 
$50.00 base live price is then discounted for hogs which fall outside 
the preferred weight range. 

The number of carcasses by live-weight range and grade. 


The standard yields assigned to the weight ranges. 


The carcass price for each weight range prior to grade adjustments. 
Carcass price is determined for each weight range by using this formula: 


Live price 


Standard yield = Base carcass price 


Carcass weights reported by weight range and grade. 
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12/ The value of the carcasses, prior to grade adjustments by weight range. 
Base carcass value is determined by use of the following: 


Base carcass price (10) x carcass wt. (11) = Base carcass value. 
13/ Carcass grades by weight range designated by the packer's grader. 
14/ Premiums paid per hundredweight for the corresponding grades. 


15/ The total dollar grade premium paid by weight range, computed by the 
following method: 


Grade premium (14) x carcass wt. (11) = Grade premium total. 


16/ The total carcass price per hundredweight by weight range. It is the 
sum of the base carcass price and the grade premium. 


17/ The total dollar value of the carcasses by weight range, computed by 
the following method: 


Total carcass : Carcass > Total value 


Price (16) heey aan aD), per wt. range 


Overall lot summary 


18/ The actual dressing percentage of the lot. Actual yield is determined 
by the following means: 


Total *carcass wt. (1451¥#) _ ; e 

Total live wt. (1895#) = Actual yield (76.572) 

19/ Standard yield is determined by using a weighted average of the indi- 
vidual standard yields in column 9. One method of computing the lot 
standard yield follows: 


Carcass wt. + Standard yield = Standard live wt. 
170 e125 231429 
181 ae a0 244.59 
53d .-740 2526) 
189 -740 255.40 
374 .740 505.40 
1451 1962.35 
ig Cale Co Eso eae?) = Avg. standard yield (73.942) 


Sum of std. live wts?) (1962.35) 
20/ The difference between the actual and standard yield. 
21/ The actual live weight of the lot. 


22/ The sum of the carcass weights from column 11. 
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23/ The gross payment to the seller. It is the sum of the total lot values 
per weight range from column 17. The live cwt. amount can be determined 
Yi 


Total lot value (987.39) 
et = : Del O 
TorSimli vemelcnemGlsos) Total lot value per cwt. (© ) 
24/ The difference between the actual base carcass value and the average 
base live price per hundredweight. One method of computing yield gain 
per hundredweight is as follows: 


Total base carcass value ($972.92) = Actual base live value cwt. 
Total live weight (1895#) ($5134) 


Total base carcass value ($972.92) Average base live price 
Standard live wt. (1962#) per cwt. (49.59) 
(from item 19 above) 


Actual live value per cwt. $51.34 
Average base live price per cwt. - 49.59 
Yield gain per cwt. ate le 5 


Total yield gain can be computed thus: 


Actual live weight 1895# 
Yield gain per cwt. xmreSa75 
Total yield gain S233 16 


25/ The grade gain is the sum of column 15. The live per cwt. amount can 
be determined by: 


Total grade gain (14.47) 2 , 
Total live weight (1895) Grade gain per cwt. (.76) 


26/ The relative loss that results from the hogs in the lot being outside 
the preferred weight range. It can be approximated using the difference 
between the base live price and the average base live price. 


Using standard live weights as in determining average base live price, it 
can also be calculated by the: 





Weight range Live price Difference x Std. liverwt..=. cone 
231-240 50.00 BASE -0- 231529 -0O- 
241-250 49.75 C25) 244559 (Gera) 
241-250 49.75 C225) (Pawo! (1.81) 
251-260 49.25 (35:) 255,40 C1292) 
251-260 49.25 (75) 505.40 (3779) 

(8.13) 


Sorts (Selo) 


Actual live weom(1895)hem meal 7 orc) Pet Live cus cso) 
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Sort is a factor in all grade and yield programs, although not all packers 
report it separately. If a packer shows a sort factor, it is normally 
reconciling the total lot value per live cwt to the base live price of the 
preferred weight range. For example: 


Preferred base live price $50.00 


+ Yield gain ley Bs 
+ Grade gain 776 
- Sort (743) 
Total live value $52.08 ($.02 rounding difference) 


If sort is not detailed the packer is reconciling the total lot value to 
the average base live price. For example: 


Average base live price $49.59 


+Yield gain Whead/ fey 
+Grade gain aa es 
Total live value S52710 
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INHERENT PROBLEMS WITH GRADE AND YIELD PROGRAMS 


The concerns noted in this report are not related to the grade and yield 
programs themselves, but to the communication of these programs to the seller. 
Packers do not normally provide all the pertinent details of their grade and 
yield program to sellers before the sale. Also, the grade and yield settle- 
ment reports normally (1) show incorrect information by reporting live-weight 
ranges, (2) show potentially misleading information in the reporting of gains 
and premiums, and (3) fail to disclose all pertinent information concerning 
modification of the terms of the transaction. 


Relationship Of Catecass Lurchases eta Live-Weight Ranges and Prices 


Procurement of hogs on the basis of grade and yield, as the name implies, 
constitutes valuation and payment based on carcass weights and quality. The 
typical program emphasizes live weights and prices, which is a source of 
considerable confusion and error in interpreting results of grade and yield 
sales. The impression that individual carcasses are assigned to live-weight 
ranges for pricing purposes is especially misleading. They are assigned to 
carcass-weight ranges, which are matched with approximate live-weight ranges. 


The effect of live weight assignment is illustrated in table 7. The 
illustration shows the 235-pound hog would be assigned to the 241- to 
250-pound weight range. 


Table 7-- Illustration of assignment to live-weight range for a 235-pound 
hog with a carcass weight of 177 pounds 1/ 


Base 
Live-weight Grade and yield Standard Carcass-weight carcass 
range live price ield range rice 
(pounds) ($/hundred lbs.) (percentage) (pounds) ($/hundred lbs.) 
210-240 2/ 50.00 (base live 130 153-175 68.49 
(preferred wt. range) price) 
241-250 AOI Hiden 176-183 3/ 67.96 4/ 


l/ Actuals yield of 75.3 percent. .@i/7 dividedjby.235)., 

2/ Actual live-weight range of the hog. 

3/ Actual carcass weight of 177 pounds is assigned to the 241- to 250-pound 
- live-weight range. 

4/ Base carcass price seller receives. 
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If the seller illustrated in table 7 relied on live weight informa- 
tion, the carcass price received would be less than expected. Assignment to a 
higher live-weight range is more likely to occur as the actual live weight 
approaches the upper limit of a live-weight range. Assuming actual yields 
exceed standard yields, hogs lighter than 210 pounds may be assigned to live- 
weight ranges with higher per hundredweight prices. 


As the preceding example illustrates, a packer, at times, provides the 
seller with incorrect information when reporting live-weight ranges on the 
settlement report. The frequency with which such live-weight range infor- 
mation will be incorrect increases with the disparity of the standard yield 
and the actual yield of each hog. In such cases, the seller could argue that 
the hog has been placed in the wrong weight range, and thus priced at _ the 
wrong base price. This is particularly true of packers who normally quote 
only base live prices and live-weight ranges. 


Standard Yield and Yield Gain 


The confusion over the comparison between live versus carcass price is 
intensified by the emphasis given to "yield gain." The normal interpretation 
of this gain is an increase in payment due to the actual yield of the lot. 
The comparison being made is to a theoretical live price based on a lot of 
hogs that have standard yields. The yield gain is an accounting device used 
to explain the difference between the average base live price and the actual 
live price prior to the application of grade adjustments. 


Among the 20 packers reviewed, standard yields varied up to 2 percent for 
hogs in the same weight range. The actual yield was greater than the average 
standard yield in 92 percent of the grade and yield lots reviewed, and 
exceeded it by an average of 2.0 percent. A lower standard yield will create 
a greater yield gain if two packers' carcass prices are the same for identical 
hogs. Although the yield gain is higher, payment to the seller would be the 
Same amount from both packers. Yield gain is not actually calculated until 


after the value of the lot has been determined. 


Some producers take their hogs off feed and water the night prior to 
selling on a grade and yield basis. They do this primarily to increase the 
yield and presumably the value of their hogs. Although this will increase 
yield, it will not increase the amount the seller receives. The following 
example illustrates the results of taking a hog off feed and water the night 
prior to sale. It assumes a 225-pound hog would have a live weight of 220 
pounds if held off feed and water overnight. The possible loss of body 
tissue and the feed savings were not considered. 








Live Base Std. Gare Act. Gare. Grade Total Amt. elidis 
wt. price yld. wt. yld. price prem. amt. pers ewt? gain 
225 50.00 ioe 166 IOS is 68.02 Zao £1L6..23 5A 65 gow. 


220 50.00 pe 166 Woe 868.02 2.00 LT6923 =452e08 e356 
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In this example, the accounting would show that for the hog held off feed 
and water, payment per hundredweight would amount to $1.18 more and the yield 
gain to $1.14 more; however, the total amount paid would be $116.23 in each 


case. The practice of shrinking hogs results in higher per hundredweight 
amounts and higher yield gains, but does not affect the total value of the 
hogs. 


The seller must remember yield gain is only a tool used by the packer to 
explain the difference between the actual base carcass value per hundredweight 
and the average base live price of the lot. Total price is determined by 
carcass weight and base carcass price, plus any actual grade premium. 


VARIATIONS AMONG FIRMS 


Variation among the firms in determining payment on a grade and yield 
basis makes it difficult for the seller to decide where to market hogs and how 
to evaluate the results. The main differences in grade and yield programs are 
in standard yields, amount of weight discounts, grade criteria and adjust- 
ments, terminology, and methods of reporting the results. This section 
compares different aspects of the programs used at the plants reviewed. These 
comparisons are not intended to either recommend one program over another or 
criticize any one program. The purpose is to show there are differences, and 
to point out specifically some areas where programs differ. 


Settlement Reports 


A typical settlement report was described previously (See table 6). 
Although that report contains more information than most of the firms provide, 
each firm's settlement report can be adapted to the typical report. Appendix 
A (pages 36 to 47) contains sample settlement reports of the 12 firms 
presented in a standard format. The reports show the difference in type and 
form of information reported. The format includes information not used by 


every packer which is indicated as not applicable (N/A). In most cases 
packers report additional information and analyses. The format shows only 
factors affecting payment and other items discussed in this report. All 


samples are actual settlements of the firms adapted to the format. The lots 
are different sizes and quality and are not comparable. Table 8 is a summary 
of selected items reported on the settlement reports by the 12 firms reviewed. 


Although the method of calculating total lot value is virtually the same 
for the firms, the values reported vary among the firms. Given the base live 
prices, to compare programs a seller must know the packers' preferred weight 
ranges, deductions for other weight ranges, standard yields, grade standards, 
and grade adjustment amounts for all weight ranges. 


Standard Yields, Discounts, and Weight Ranges 


Weight discounts vary significantly by plant. The discount for hogs 
assigned to the 180- to 190-pound range varied from $1.50 to $7.50 per 
hundredweight; 190-200, $1.00 to $3.00; 250-260, $.25 to $1.00; and 290-300, 
$1.50 to $4.00. Figure 1 shows the weight discounts for live-weight ranges 
of 190 to 200 and 250 to 260 pounds. 
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Table 8-- Summary of carcass data information reported by the 12 firms 


No. of firms 
Item reporting information 
Carcass-weight ranges ae 
Base carcass value 
Base carcass price 
Amount of grade premium per weight range 
Total carcass price per weight range 
Total carcass value per weight range 
Actual lot yield 
Lot standard yield 
Yield gain/loss for the lot 
Grade gain/loss for the lot 
Sort factor 


kk 


— 


*K* 


—" 
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* Includes one firm which used a code system for carcass-weight range. 
** One firm does not grade carcasses. 


Figure 2 shows the live price discount (from figure 1) converted to a 
carcass price discount. The discount for the 190- to 200-pound range is 
higher than the 250- to 260-pound range for 12 of the 19 plants. On a live 
basis (figure 1) 18 of the 19 plants had higher discounts for the 190- to 
200-pound range. The larger discount for the 190- to 200-pound range on a 
live basis is relatively less on a carcass basis for 11l of the plants. The 
reason light hog base carcass price discounts are not as severe as they appear 
on a live basis is that the standard yield for the 190- to 200-pound weight 
range is normally much lower than the standard yield for the 250- to 260-pound 
weight range. The effect the standard yield has in determining carcass price 
is illustrated below. 


Live-weight Live Standard Carcass 
range price yield price 
190-200 $48.50 Tisoe $68.02 
250-260 $49.25 2g oh 207,55 


It appears that the 250- to 260-pound hog would be the higher priced hog; 
however, the live price of $48.50 actually resulted in a carcass price higher 
than the live price of $49.25. The producer is selling carcasses and, there- 
fore, the carcass price should be the determining factor rather than the live 
base price. 
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Figure 1 





Base Live Price Weight Discounts 
Weight Ranges 190-200 Lbs. and 250-260 Lbs. 


Discounts in dollars 
3.40 
3.20 GH 190-200 Lbs. 
3.00 [__] 250-260 Lbs. 
2.80 
2.60 
2.40 
2.20 
2.00 
1.80 
1.60 
1.40 
1.20 
1.00 
0.80 
0.60 
0.40 
0.20 
0.00 








Figure 2 





Base Carcass Price Weight Discounts 
$50 Base Live Price—190-200 and 250-260 Lbs. 


Discounts in dollars 
4.50 


4.00 Wl 190-200 Lbs. 

[__] 250-260 Lbs. 
3.50 
3.00 
2.50 
2.00 
1.50 
1.00 
0.50 


0.00 
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Most hog producers believe the standard yield is the average yield of 
hogs slaughtered at that plant. The majority of the packers indicate that 
their standard yields are based on cut-out tests; however, standard yields 
currently in use are generally 1 to 3 percent below actual yields. Standard 
yields sometimes vary among plants owned by the same firm. The standard 
yields varied up to 2 percent for the same weight hog among firms within the 
same marketing area; however, they generally fell in the 72-73 percent range 
for 210- to 240-pound hogs. The average actual yield of all lots of hogs with 
an average weight of 210-240 was 74.8 percent. Appendix B (pages 48 to 50) 
shows detailed information concerning the variations in weight discounts and 
standard yields. 


Appendix B also shows that equivalent live-weight ranges do not always 
result in equivalent carcass-weight ranges. Sellers aware of the information 
in appendix B may convert base live prices to base carcass prices, and compare 
these base settlement prices applicable to the carcass-weight ranges of each 
firm: 


Table 9 shows a comparison of actual average yields to standard yields. 
The average standard yield of the lot is the weighted average of the standard 
yields used in the calculations of the lot. As indicated, 92 percent of the 
total grade and yield lots sampled had an actual yield higher than the 
standard yields. The chart shows the amount of the difference between actual 
and standard yield in the "Average Difference" column. The statistics in 


Table 9° 1llustrate- that the standard yields are set too low if the. standard is 
to indicate an average hog. 


Grade Standards and Premiums/Discounts 


Each packer independently establishes his own’ grade_- standards, 
nomenclature, and corresponding premiums or discounts. All firms reviewed use 
different carcass criteria to define their house grades. None of the packers 
use the USDA hog-grading standards. Most firms grade carcasses visually, 
using a combination of backfat thickness, degree of muscling, and carcass 
conformation; however, one firm manually obtains a backfat measurement. 
All grades are determined by a packer employee, called a company grader. 


Packers establish a base grade for carcasses at their own desired quality 


level. Carcasses which grade above base receive a premium and carcasses which 
grade below base receive a discount. The premium or discount amount for each 
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Table 9-- Comparison of actual yields to standard yields for grade and yield purchases 


** Percentage of lots with difference of: 


Average Average Average -3% -2% -12 0 OF 417 ee 7 ee 
Plant actual standard difference Over to to to to to to to to Over 
yield yield (Act-std) -4%  -4% -3% -2% -1% +1% +2% +3% +4% +42 
A 74.4 L223 Zot O27 005.055 0s tO Toes 2 tel 56 e290 Oe ee 
* B Tile! 72.3 pasts! OU: 0m 0.08 170 "0s5 173, 9 8-0. 71329 82756" 32. 2a 
C 74.7 1226 ih) OZORPOLOMPOS0) Oss? M258 81674" 8265-31705 8 ooo 1.4 
* D Vee) [672 Be OF ORE 0808 10.0 10,6 0mE220F IS F7ee2 92) = 3693 7 Ala6 Bi 
E iets Tae 260 0; Om 020m O52) ey” 4255-14575 530,9. 31. 98R1 3.6 azo 
F Does not determine a lot average standard yield. 
G ono q25.0 Pa 0.0005 tn O50 02.05 82. OMMEG es sac sial, «50mm CU «2nd, 
H Standard yield not used in this plant's program. 
I (ee USE ess | OF0MEU, Gae056 1nOls We eo. ceo te. LD See oO I 9 
J 74.6 Up Shou! 1) 053m 0,390.3) le BOSC 2h ees Gel 27) aed 107 mune 
K 74.6 1396 r30 OFS SO A) tee20G eb 2 25: Malte 25 noe. 6 a eee 258 L136 
L 15.2 13.0 Zao 0-0 @ 0.058.020 @ Una, [7S ge O. ome te Nese boae 18 a toso 
M 74.3 U4 Ziel O02 10.52) 60.0 SO. Seeeelyoee Lo 20 30 ames Sctheee L breiemmnars O 
N Does not determine a lot average standard yield. 
0) 74.2 73.0 bey 0,0 50.0. O05 0se a See tze se 19.8 42700 13,6 Vege Osc 
P 7439 Sak ine 0705 0.0 @ OL oom Um slo 06 64) Oem 20.) te eo ees O 
Q (aeis 7360 0.8 OUP 0. Joe O oem OM MEL Sc OMe so ea ieee DO ommeLOes att, 
wa [ks ?4 7ay2 0 OF OMS e. 070" epee Gy Lalo SQM SOR 7a 739 eAsoee 1 Ot0 
S Does not determine a lot average standard yield. 
he Tee I3e2 2.9 0085.0, 08.0205 (020) 9.0.08 oS ly Sie5 Bab 74 ten Le) 
Total 74.8 7250 2.0 0.0m 0 lis Oca 22055 5.5 16,07 30522 29. 9aels.0. 228 


* - Information for February/March 2-week period only. 
xk — May not total 100 percent due to computer rounding. 








grade is also set independently by each firm. Since the number of grades and 
the standards for these grades vary from one plant to another, it is nearly 
impossible to make an across-the-board comparison of grade standards and 
premiums or discounts. For example, a top grade carcass at one firm may be 
required to have 1.1 inches or less of backfat, another 1.3 inches or less, 
and so on. 


Table 10 outlines basic information about each packer's grading system. 
The "Basis for Grade Standards" column shows the factors used to determine 


each grade. For example, if the factors are backfat and muscling, the 
packer's grade standard might be backfat of 1.4 inches or less with thick to 
very thick muscling. If the factor is a percentage of primal cuts, the 


standard for a grade might be that the four lean primals (ham, loin, picnic, 
and butt) exceed 62 percent of the carcass weight. The "Method of Grading" 
column shows whether the grader actually measures the carcass or whether 
grading is done by visual appraisal. The "Top Premium" column is the highest 
grade premium per carcass hundredweight the packer pays. 


Appendix C (pages 51 to 54) is a schedule of carcass grade premiums and 
discounts which were in effect at the firms in February 1982. Each packer's 
individual nomenclature for carcass grade is substituted with grade levels; 
level 1 is the best quality, level 2 second, and so on. The amount of grade 
premiums and discounts are of limited value without knowledge of the grade 
standards. 


Figures 3 and 4 contain bar graphs. Figure 3 illustrates differing grade 
standards by showing the percentage of carcasses which occur in each grade by 


plant. Each packer's individual nomenclature for carcass grade has _ been 
replaced by grade levels. Grade results of live-weight purchases are also 
included as available. It is assumed the overall quality of hogs is 


consistent throughout the procurement area of all plants. 


Figure 4 illustrates the distribution of grade premiums and discounts in 
relation to each plant's base grade. Since most firms establish at least 6 
grade levels and the base grade is usually at level 3 or 4, the base grade has 
the appearance of an average grade. The graph illustrates that the base grade 
generally reflects a carcass of poorer than average quality. For the 16 
plants which report grades in terms of base grades, five had more than 90 
percent above the base, and six others had more than 80 percent above the 
base. 
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Table 10-- Comparison of grading systems 


Number of 


Top premium 
per carcass 


Plant grades Basis for grade standards Method of grading CWLe ae 

A 5 Backfat, Muscling, Visual Appraisal $2.00 
Conformation 

B 22 Backfat Actual Measurement N/A 

C 7 Backfat, Muscling, Visual Appraisal $2.00 
Conformation 

D 8 Backfat, Muscling, Percentage Visual Appraisal $2.00 
of Primals, Conformation 

E 8 Backfat, Muscling, Percentage Visual Appraisal $2.00 
of Primals, Conformation 

F 6 Backfat Visual Appraisal $2.00 

G jh Percentage of Primals Visual Appraisal $2.00 

H No grading program 

1 6 Percentage of Primals Visual Appraisal $1.00 

J 6 Backfat, Muscling Visual Appraisal $2.00 

K 8 Backfat, Muscling, Percentage Visual Appraisal $2.00 
of Primals, Conformation 

ti 22 Backfat Actual Measurement N/A 

M 5 Backfat Visual Appraisal S200 

N 6 Backfat, Percentage Visual Appraisal 5 Leve 
of Primals 

O , Backfat, Percentage Visual Appraisal $1.90 
of Primals 

P 6 Backfat, Muscling Visual Appraisal $2.50 

Q 6 Backfat, Muscling Visual Appraisal S200 

R WD Backfat Actual Measurement N/A 

S 8 Percentage of Primals Visual Appraisal $2.00 

T 7 Backfat, Muscling Visual Appraisal Sere 


N/A - Not applicable, premium on a per head basis. 
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Figure 3 





Comparison of Grade Distribution 

Purchases by Grade and Yield—Grades Assigned by Packer 
Percent 

100 





Comparison of Grade Distribution 
Live Purchases—Grades Assigned by Packer 


Percent 
100 
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60 
40 
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The above graphs illustrate the percentage differences in the grade distribution of the various plants for both grade and yield and 
live purchases. For example, for plant C’s grade and yield purchases 2.3% were grade 5 or below, 2.3% were grade 4, 40.9% were 
grade 3, 40.2% were grade 2, and 14.3% were grade 1. For plant N, the percentages were .1% in grade 5 or below, 2.0% in grade 4, 
25.8% in grade 3, 32.5% in grade 2, and 39.6% in grade 1. 


For some plants certain grade levels, particularly lower levels, cannot be recorded on the graph as very few hogs graded at those 
levels. For example, plant A has 5 grade levels; however, only .1% and .2% of grade and yield and live purchases respectively 
graded below level 3. Therefore, only 3 grade levels are graphed for plant K. (See Appendix C for all grade levels of the plants.) 


NOTE: The 5 grade levels for plants B, L, R are used for internal statistical purposes. They are converted to 22 levels on the 


Schedule of Adjustments for Grade (Appendix C). G&Y purchases - Plants B, D, L, R information for February/March two-week 
period only. Live purchases - Plants D, O, P information for February/March two-week period only. 
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Figure 4 





Comparison of Grade Distribution 
Purchases by Grade and Yield—Base, Premiums and Discounts 


Percent 
100 








Comparison of Grade Distribution 
Live Purchases—Base, Premiums and Discounts 
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The above graphs illustrate the percentage of hogs in premium, base, and discounted grades by plant. The base grade is that for 
which no monetary adjustment for grade is made. Those with a (+) are grade levels with premiums. Those with a (—) are 
discounted grades. For example, plant E had 7.8% of grade and yield purchases discounted, 11.8% with no adjustment (base 
grade), and 80.4% received a premium. The premiums were comprised of 2 levels with 37.5% receiving highest premiums and 
42.9% receiving lesser premiums. Plant G had 1.9% discounted, .4% with no adjustment, and 97.7% received a premium. Plant G 
premiums were comprised of 3 levels with 30.2% receiving highest premiums, 47.8% receiving middie premiums, and 19.7% 
receiving lowest premiums. 





For some plants certain grade levels, particularly lower levels, cannot be recorded on the graph as very few hogs graded at those 
levels. For example, plant T has 7 grade levels; however, only .4% of grade and yield purchases graded at base and only .3% 
graded in discounted grades. Therefore, only 2 grade levels are graphed for plant T. (See Appendix C for all grade levels of the 
plants.) - 


NOTE: Plant 0 does not have a base grade. All G&Y purchases receive a premium or discount. The 5 grade levels for plants B, L, R 
are used for internal statistical purposes. They are converted to 22 levels on the Schedule of Adjustments for Grade (Appendix C). 
G&Y purchases - Plants B, D, L, R information for February/March two-week period only. Live purchases - Plants D, O, P 
information for February/March two-week period only. Hogs purchased on a live basis do not actually receive a monetary grade 
adjustment. For live purchases, this exhibit shows the carcass grade category of the hogs. 
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In considering the grading results of live purchases, it appears that only one 
firm, represented by plants J and P, established a base grade at a level to 
reflect an average quality of all hogs purchased. 


Appendix D (pages 55 to 57) illustrates the grade premium and discount 
amounts from 19 plants on a grade and yield basis and 13 on a live basis. 
This appendix contains two graphs and two tables which provide information to 
support the graphs. No carcass premiums or discounts are paid for live 
purchases; however, some packers do grade their carcasses. The amounts used 
in the appendix represent the premiums and discounts as if purchased on a 
grade and yield basis. The bar graphs show the percentage of carcasses 
receiving various premiums or discounts. The tables show the same information 
by plant. Both report the results of hogs sold in lots with average weights 
of 210-240 pounds. For comparison, they assume no large variation in weights 
within the lot so that all hogs receive the same premium as a carcass from a 
hog with an approximate live weight of 210-240 pounds. 


Grade and Yield Live Price 


Sellers who market their hogs on a grade and yield basis normally are 
quoted a base live price for their hogs. A few packers will also quote a base 
carcass price along with the base live price. Although the base live price is 
important when computing payment, the standard yield is equally important. 
Producers who sell hogs on the basis of grade and yield, are paid a carcass 
price per hundredweight determined by dividing the base live price by the 
standard yield. Therefore, the base live price and the standard yield must 
both be considered when comparing packers. 


The problem of comparing base live prices is illustrated in figure 5. 
The graphs show two carcass prices for a 225-pound live hog at nine packers 
located in the same general marketing area. Each packer's actual standard 
yield for the range was used. The first graph assumes all offered the same 
base live price of $47.00. The actual base carcass price the seller would 
receive varies from $63.51 at packer I to $65.28 at packers N and B. 


The second graph is calculated by use of the most prevalent actual base 
live price at each plant on the same day. These graphs illustrate the common 
misunderstanding that a higher base live price always means a higher carcass 
price. The following example (taken from figure 5) demonstrates this point. 





Base price + Standard yield = Carcass price 
Packer N $47.00 122007 $65.28 


Packer O $47.25 73.05% $64.68 








Appendix D 
Figure 5 


Comparison of Carcass Price 
for Grade and Yield Base Live Price of $47.00 


Carcass Price per CWT. 





Plant 








Comparison of Carcass Price 
for Prevalent Grade and Yield Base Live Price 
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30 


The grade and yield base live price is not always the price the seller 
would receive for live sales, even if the grade and yield base and the quoted 
live price are the same. Packers normally pay more than the quoted live price 
for better quality hogs. Generally, packers set their grade and yield base 
live price lower than the quoted live price. A "premium" over the grade and 
yield base live price does not necessarily mean the seller received more than 


if the lot were sold live. 


Actual Price Comparison of Sample Lots 


To further illustrate the variability among firms, four separate lots of 
hogs were compared. These four lots of hogs, which were actually sold to one 
packer, were also applied to the grade and yield programs of seven other 
packers located in the same general marketing area. The four lots vary in 
average weight and range of weights within the lot. Lot 1 consists of light 
hogs which averaged 201 pounds; lot 2 is a uniform lot of hogs which averaged 
225 pounds; hogs in lot 3 averaged 229 pounds with a variation in weights; and 
lot 4 consists of heavy hogs which averaged 249 pounds. 


For the purpose of comparing the sample lots of hogs, the following items 
from each packer's grade and yield program were considered: 


1) Packer's most prevalent base live price for each purchase date. 
2) Weight range discounts. 


3) Carcass-weight assignments to their corresponding live-weight 
range. 


4) Standard yields by live-weight range. 


5) Grades and grade adjustments by weight range. Although 
most packers consider backfat thickness, carcass conformation, 
and degree of muscling for determination of grades, this 
comparison used only backfat thickness in inches. 


The results of the comparisons for the lots are shown in figures 6 and 7. 
The comparisons show a difference in the base live price and total live value 
per hundredweight for the same lot of hogs. The graphs illustrate the base 
live price is not the most important factor when determining the best market 
outlet. In some instances, a packer with a higher base live price paid less 
for hogs than a packer with a lower base live price. One example of this is 
shown in lot 1, packer C and packer J. The live values per hundredweight of 
the four sample lots varied from $0.70 to $1.40 per hundredweight between the 
highest and lowest prices. 
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The need to closely sort hogs sold on the basis of grade and yield is 
illustrated by lot 3. The average live weight of hogs on the lot is 229 
pounds, although the approximate live-weight ranges vary from 181 to 290 
pounds. This weight disparity results in numerous hogs being discounted 
because they are too heavy or too light. Therefore, the price at five of the 
eight packers actually was less per live hundredweight than the base live 
price. The carcass data is shown in appendix E (pages 58 to 61). 


The variations among firms create difficulties for sellers in determining 
the best marketing outlet. The seller must know each packer's base live price 
and standard yield by weight range to determine carcass prices. The seller 
also must estimate the carcass weights, and know each packers' carcass-weight 
ranges. The seller then must compare each packer's grade specifications along 
with their premiums and discounts for each grade by weight range. All the 
variables make comparing packers grade and yield programs prior to a_ sale 
nearly impossible. Table 11 is a summary of the variations among firms. It 
shows the typical grade and yield program along with any significant 
deviations. 
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Figure 6 
Live Price Versus Grade and Yield Base Live Price 
Sample Lot 1 


$ per CWT. 
51 





Live Value 
Base Price 
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Live Price Versus Grade and Yield Base Live Price 
Sample Lot 2 
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Lot 1 consists of light hogs with an average weight of 201 Ibs. Lot 2 consists of uniform hogs with an average weight of 225 Ibs. 
For Lot 1, plant J has the highest base live price although the highest settlement price is paid by plants M & N. For Lot 2, plant J 
has the highest base live price; however, 6 firms have higher settlement prices. 
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Figure 7 





Live Price Versus Grade and Yield Base Live Price 
Sample Lot 3 
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Live Price Versus Grade & Yield Base Live Price 
Sample Lot 4 
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Lot 3 consists of hogs of widely varying weights with an average of 229 Ibs. Lot 4 consists of heavy hogs with an average weight 
of 249 Ibs. For Lot 3, plant J has the highest base live price; however, 4 plants have higher settlement prices. Lot 3 also shows the 
base live prices exceeding settlement prices for 5 of the plants. For Lot 4, plant J has the highest base live price, although the 
highest settlement price is paid by plant 0. 
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Table 11-- Synopsis of grade and yield programs 


Item Typical program Significant deviations 


Preferred live-weight range: 


Base live price: 


Relation to live 


At buying station vs 
plant delivered 


Weight range variation: 
Standard yield- 


preferred range 


Preferred carcass 


Grading: 
Where/when 


How 


Criteria 


Number of grades 


Maximum grade premium 
per carcass cwt. 


Maximum grade discount 
per carcass cwt. 


210-240 


Same; to $1.00 under 


Generally $.25-$.50 less 


72 - 74 percent 


153-175 


Kill floor at hot wt. scale 


Visual 


Backfat, muscling, 
conformation 


sh) 


200-2303; 220-250; 210-260 


Varies with market 

Same price; up to $1.00 
less 

63 percent (skinned); 
no standard yield 

133-1513;153-190 

No significant 
deviations 

Actual measurement 


Backfat only; percent- 
age of primal cuts 


eh heer AP 


$1.00) to) $2,503) per 
head basis 


Si,39) toyslo. OO sper 
head basis 


APPENDIX A 
Firm 1 
Sample Grade and Yield Settlement Report 


Live base price ------- $47.50 Total head -------- 30 Base carcass price N/R 


Average live base price N/A Total live weight 6880 (Preferred weight range) 





Base Base Grade Grade Total 
Weight range Live No. Sted CarcemGaLrc. carcass Grade prem. prem. carc. Total 

Live Carcass price head yield price weight value cwt. total price value 
190-200 N/R N/R 1 N/R N/R 143 N/R 3 N/R N/R 64.51 92.24 
210-220 2 313 2 66.94 209,92 
220-230 1 163 1 67.69 T10.33 
220-230 3 498 Z 66.94 533.30 
220-230 4 664 3 65.69 436.18 
230-240 1 73 il 67.69 LEFSLO 
230-240 4 688 2 66.94 460.54 
230-240 Ms 345 3) 65:69 226.63 
240-250 3 Dal 2 66.24 352.10 
240-250 4 714 3 64.99 464.02 
250-260 1 190 Z 639254 124.20 
250-260 2 374 3 64.12 239.80 
270-280 1 202 Z 63.50 128.27 
270-280 tf 201 3 62.50 L2om62Z 
Totals 30 5205 3423.51 
Lot summary: 

Total live weight --- 6880 Total Per live cwt 

Total carcass weight 5205 Yield gain -- $141.03 $2.05 

Actual yield ------- 75.65 Grade gain -- $ 36.55 Seo 

Standard yield ---- 72.50 Sort gain --- N/A N/A 

Yield difference --- 3.15 Lot value - $3423.51 $49.76 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
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APPENDIX A 
Firm 2 
Sample Grade and Yield Settlement Report 


Live base price ------- $49.50 Total head -------- 34 Base carcass price N/R 
Average live base price N/A Total live weight 7725 (Preferred weight range) 








Base Base Grade Grade Total 
Weight range Live No. Std. CancemCatcr carcass Grade prem. prem. carc. Total 

Live Carcass price head yield price weight value cwt. total price value 
200-209 N/R N/R 1 73.75 66.44 147 97.67 9 N/A ByO5e ip NAA N/R 
200-209 1 T3213" 66544 155 hO2 25 9 * b05 
210-220 1 UES US) Tet}. ile? 156 104.71 10 .90 
210-220 1 1 he Vp te al YE el 157 105.38 9 ey S 
210-220 1 WUE Onl Me 158 106.05 9 Lee 
210-220 1 Pdel oe 20 tate 159 LOG. 72 8 1.60 
210-220 1 i2e i Sy Oe 162 108.73 7 eis 
210-220 1 Ue te FO VaLe 162 108.73 8 1.60 
221-230 1 74.00 66.89 164 109.70 8 1.60 
221-230 1 74.00 66.89 164 109.70 8 1.60 
221-230 1 74.00 66.89 166 111.04 9 L295 
221-230 1 74.00 66.89 167 pe eh og 9 Wes 753 
221-230 1 74.00 66.89 169 113.04 10 «90 
221-230 1 74.00 66.89 170 Ue Wes A 8 1.60 
221-230 1 74.00 66.89 170 Es ad Bi) 8 1.60 
221-230 1 74,00 66.89 170 |p hes pay 8 1.60 
231-240 1 14.25 06.07 Lz N14..67 7 Zek0 
231-240 1 Th ed 300,67 L738 115.34 10 £205 
231-240 1 74.25. 66:67 174 116.01 9 1.40 
231-240 1 Foa2.) 66.67 174 116.01 10 L205 
231-240 1 L425 66.67 | ay ps: 116.67 6 2.45 
231-240 1 UGE (ieqlo7/ 175 116.67 ji 2510 
231-240 1 14.259 406567 Lod 118.01 3 3300 
231-240 1 i452.) 66.67 ey 118.01 9 1.40 
241-250 1 74.60 66.02 180 118.84 6 20D 
241=250 1 74.60 66.02 180 118.84 8 P95 
241-250 1 74.60 66.02 180 118.84 8 IGE 
241-250 1 74.60 66.02 186 122.80 8 1.95 
241-250 1 74.60 66.02 186 122.80 9 1.60 
241-250 1 74.60 66.02 187 123.46 8 1,95 
251-260 1 74.90 65.09 194 126,27 9 1.60 
251-260 1 74.90 65.09 195 126.93 Ai 2.30 
251-260 1 74 90. 65.09 195 126.93 8 U9) 
Totals ** a3 5676 3774.39 55.00 
Lot summary: 

Total live weight --- 7725 Total Per live cwt 

Total carcass weight 5676 Yield gain -- $79.62 $1.03 

Actual yield ------- Ube et Grade gain -- $55.00 mew a! 

Standard yield ---- 74.22 Sort gain --- N/A N/A 

Yield difference --- 1.55 Lot value - $3831.27 $49.51 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
* Grade premiums on a per carcass basis, not per cwt. 
*k One carcass condemned, so settlement is for 33 carcasses. 
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APPENDIX A 
Firm 3 
Sample Grade and Yield Settlement Report 


Live base price ------- N/R* Total head -------- 40 Base carcass price $59.39 
Average live base price $42.84 Total live weight 9220 (Preferred weight range) 





Base Base Grade Grade Total 
Weight range Live No. Std. carc. Carc. carcass Grade prem. prem. carc. Total 
Live Carcass price head yield _ price weight value cwt. total price value 
N/R N/R N/R N/R N/R 


Number in grade: 





A Siro SRA nD OTR, 
200-209 42.50 1 72.40 P51 il 
210-220 43.00 2 72.40 S14 ie 
221-23 43.00 1] T2niP5 1791 Sea 1 
231-2 Ee A 2394 Zoe 
241-250 42.75 7 Use Us) 1251 OmaL 
251-260 42.25 a 73.40 938 Pi aah le 
The following grade information reported sepasately on settlement: 
10 1689 1 Loves S07.07 
24 4121 2 iol 49.92 
4 JAS 3 -49 3.49 
Grade totals 38 6525 83.48 
Partial carcass adj.** 2 cpa 7 — 350 Oo 3 
LOtales pease 40 6836 83.48 
9220 Total Per live cwt 
1 gain -- $66.38 Siac Sie] 2a 
14 Grade gain -- $83.48 | 
yield ---- 72.92 Sort gain --- N/A N/A 
Yield difference --- 1.22 Lot value — $4090.38 N/R 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
x Live base not shown separately, but is listed in live price column. 
xk Adjustment is discount for carcasses with portions trimmed off. 


38 


APPENDIX A 
Firm 4 
Sample Grade and Yield Settlement Report 


Live base price ------- N/R Total head -------- 29 Base carcass price N/R 
Average live base price $44.45 Total live weight 6430 (Preferred weight range) 





Base Base Grade Grade Total 
Weight range Live No. Std: Gare. Cares carcass Grade prem. prem. carc. Total 

Live Carcass price head _ yield price weight value cwt. total price value 
191-200 N/R N/R 4 N/R 58.68 578 8359 R17 i 0 0 N/R By) WT 
201-200 il 60.61 149 90.31 1 2.00 2.98 9329 
211-220 1 61.64 160 98.62 1 2300 Be0 OWS 2 
211-220 2 61.64 SWl7/ 195.40 2 1.00 ST 198.57 
221-230 2 61.64 333 205226 2 1.00 Sh46)5) 208.59 
221-230 1 61.64 167 102.94 4 -2.00 -3.34 99.60 
231-240 1 61.64 174 HOVE 25 1 2600 3.48 MOF73 
231-240 8 61764 1363 840.15 2 i OOM laiso3 853.78 
241-250 4 60.88 717 413 OF: 1 Ze OOM 4 450.85 
241-250 1 60.88 182 110.80 3 0 0 110.80 
251-260 1 60.54 186 ee OO 4 -2.00 -3.72 108.88 
261-270 1 59.79 197 ey ee ] 2.00 3.94 2S 
271-280 1 9712 201 118.83 3 0 0 IL Mohn, fo} 
271-280 i SIG Ie 200 118.24 4 -2.00 -4.00 114.24 
Totals 29 4924 2993.87 S750 3030.88 
Lot summary: 

Total live weight --- 6430 Total Per. live cwt 

Total carcass weight 4924 Yield gain -- 513! Lous 

Actual yield ------- 76.58 

Standard yield ---- 73.11 rt 

Yield difference --- N/R Lot 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
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APPENDIX A 
Firm 5 
Sample Grade and Yield Settlement Report 


Live base price ------- N/R Total head -------- 7 Base carcass price $69.05 


Average live base price N/A Total live weight 1505 (Preferred weight range) 





Base Base Grade Grade Total 
gaWeightorange #eLive,siNo. Stu. Gare. Carc. carcass Grade prem. prem. carc. Total 


Live Carcass rice head ield rice weight value cwt. total rice value 
N/R N/R N/R N/R N/R N/R 


* Number in grade: 


1 2 
180-190 1 Gan 25. VLi7 ae) 
200-210 3 68.65 388 1 2 
220-230 i 69.05 L37 1 
240-250 1 68.30 L155 1 
250-260 1 67255 162 1 
The following grade information reported separately on settlement: 
3 421 1 2.00 8.42 
4 538 2 ha des: 6.18 
Totals 7 959 651.43 14.60 
Lot summary: 
Total live weight --- 1505 Total Per live cwt 
Total carcass weight 959 Yield gain -- N/A N/A 
Actual yield ------- Osa72 Grade gain -- $14.60 San97 
Standard yield ---- N/R Sort gain --- N/A N/A 
Yield difference --- N/A Lot value - $666.03 $44.25 


N/R - Not reported on settlement sheet but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
* Total base carcass only is reported. 
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APPENDIX A 
Firm 6 
Sample Grade and Yield Settlement Report 


Live base price ------- N/A Total head -------- eH! Base carcass price $60.00 
Average live base price N/A Total live weight 7645 (Preferred weight range) 





Base Base Grade Grade Total 
Weight range Live No. Std. Carew care. carcass Grade prem. prem. carc. Total 


Live Carcass rice head ield rice weight value cwt. total rice value 
N/A 2 N/A il N/A N/A 218 N/A N/A N/A N/A i225 a9) | 





3 2. 2428 xk 57 925 991390703 
4 BS 2428 59 a2 8 1438259 
5 3 496 60.00 257.60 
6 1 149 60.00 89.40 
9 1 108 45.00 48.60 
Totals Shi 5827 BS7Gelo 
Lot summary: 
Total live weight --- 7645 Total Per live cwt 
Total carcass weight 5727 Yield gain -- N/A N/A 
Actual yield ------- Vieee Grade gain -- N/A N/A 
Standard yield ---- N/A Sort gain --- N/A N/A 
Yield difference --- N/A Lot “value — $3392.70 $44.38 
kek 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
* Carcass weight range shown by codes, not actual range. 
**k = =Carcasses are not graded. 
KKK $.25 per carcass cwt. (14.57) added into lot value as adjustment to carcass price because 
seller historically has good quality hogs. 


41 


APPENDIX A 
Firms/ 
Sample Grade and Yield Settlement Report 


Live base price ------- N/R* Total head -------- 130 Base carcass price $64.86* 


Average live base price $47.68 Total live weight 28920 (Preferred weight range) 





Base Base Grade Grade Total 
Weight range Live No. Std. eare., Care. carcass Grade prem. prem. carc. Total 
Live Carcass price head yield price weight value cwt. total price value 
N/R N/R 
Weight in grade: 
1 2 3 4 
190-199 139-146 45.00 3) NSD Olly 2? 434 265.69 434 


200-209 147-155 47.00 15 74.00) .63552) 2265 1438.50 1508 dot 
210-219 156-162 48.00 27 74.00 64.86 4297 218) O39 5918 o1g 
220-229 163-170 48.00 23 74.00 64.86 3818 2476.36 S16 164 330 168 
230-239 171-178 48.00 24 74.50 64.43 4161 2680.93 3814 347 
240-249 179-185 47.75 23 74.50 64.09 4186 2682.81 4006 180 





250-259 186-193 47.50 6 1a OmO a aL O mele | 718.58 940 187 
260-269 194-202 47.00 4 74.50 63.09 782 493.36 782 
270-279 203-209 46.50 1 75.00 62.00 208 128.96 208 
280-289 210-217 45.50 1 75.000) 760.67 OAT 128501 Zi) 
The following grade information reported separately on settlement: 
114** 19373 1 1.00 193.73 
Lt L767 Z a0 8.84 
| aulys 3 0 0 
1 168 4 -.50 - .84 
Totals Wag 21489 13800. 23 20373 
Lot summary: 
Total live weight --- 28920 Total! Per live cwt 
Total carcass weight 21825** Yield gain -- N/R eee) 
Actual yield ------- JaehT Grade gain -- $201.73 Sa 5/0 
Standard yield ---- 74.24 Sort gain --- N/R N/R 
Yield difference --- 23 Lot value - $14217.74** $49.17 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
* Live and carcass base not shown separately, but listed in live and carcass price columns. 
*k Tdentity lost on 2 hogs, average weight (336) & price (215.78) added to payment; 
given grade #1 premium. 
One carcass was condemned, so settlement for 129 carcasses. 
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APPENDIX A 
Firm 8 
Sample Grade and Yield Settlement Report 


Live base price ------- $42.50 Total head -------- 26 Base carcass price $58.22 
Average live base price N/A Total live weight 6185 (Preferred weight range) 








Base Base Grade Grade Total 
Weight range Live No. Std. care.  Carc:. carcass Grade prem. prem. carc. Total 

Live Carcass price head yield price weight value cwt. total price value 
231-240 N/R N/R 3 N/R N/R 57 N/R 1 N/R NW/R659572~ ~«©308.75 
210-220 1 160 2 On 97, 94.35 
221-230 1 167 2z 58.97 98.48 
231-240 4 681 2 58), 9i/ 401.59 
241-250 4 710 2 M5 AP 420.46 
251-260 3 556 2 SI) 5 27 329.26 
271-280 1 204 2 56.37 114.99 
221-230 iL 162 3 Ys}, 2 94.32 
231-240 1 yall 3 Noles AH 99.56 
241-250 2 353 3 Nebq Oe 205.52 
251-260 4 748 3 5822 435.49 
231-240 1 174 4 By) 57 100.00 
Totals 26 4603 2 OZ I 
Lot summary: 

Total live weight --- 6185 Total Per live cwt 

Total carcass weight 4603 Yield gain ---- N/R S82 

Actual yield -------- 74.4 Grade gain ---- N/R $ .46 

Standard yield ----- 73.0 Sort gain ----- N/R -$ .08 

Yield difference ---- 1.4 Lot value - $2702.77 $43.70 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
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APPENDIX A 
Firm 9 
Sample Grade and Yield Settlement Report 


Live base price ------- $43.00 Total head -------- 15 Base carcass price N/R 
Average live base price N/R Total live weight 3245 (Preferred weight range) 








Base Base Grade Grade Total 
Weight range Live No. Std. care... Carc. carcass Grade prem. prem. carc. Total 

Live Carcass price head yield price weight value cwt. total ‘price value 
200-209 N/R N/R t) N/R N/R 444 N/R 1 N/R N/R 60.46 268.53 
210-220 4 625 1 60.76 3130S 
241-250 1 181 1 60.05 108.69 
200-209 2 300 2 eh stel 178.74 
210-220 2 316 2 59.86 189.16 
231-240 1 174 Z 59.86 104.16 
231-240 1 174 3 S59 t1 102.85 
241-250 1 181 4 58.40 105.70 
Totals 15 2395 1437.58 
Lot summary: 

Total live weight --- 3245 Total Per live cwt 

Total carcass weight 2395 Yield gain -- $16.00 $ .49 

Actual yield ------- L 3p Ou Grade gain -- $32.00 $ .98 

Standard yield ---- 72.97 Sort gain --$ 5.00 ~$ .15 

Yield difference --- N/R Lot value - $1437.58 $44.30 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not appplicable; packer doesn't use or report this data. 
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APPENDIX A 
Firm 10 
Sample Grade and Yield Settlement Report 


Live base price ------- $43.50 Total head -------- 42 Base carcass price $59.59 
Average live base price N/A Total live weight 9080 (Preferred weight range) 





Base Base Grade Grade Total 

Weight range Live No. Std. Cares Care; carcass Grade prem. prem. carc. Total 
Live Carcass price head yield price (weight value cwt. totalseprice value 
170-179 N/R N/R 2 N/R N/R 258 N/R 1 N/R N/R 58.10 149.90 
190-199 5 714 1 59.46 IME Bh 
200-209 is 1940 1 COnO/ mmo 56 
210-240 15 2442 1 Cul atse) ILS has 
200-209* 1 148 1 60.07 88.90 
210-240* 2 342 1 61.89 211.66 
210-240 1 HP 2. 60.74 104.47 
180-189% 1 iL sya v) 58eD9 og tS 
241-250 1 180 3 59.08 106.34 
251-260 1 184 5 56.16 103.33 
Totals 42 6a 3942.60 


Lot summary: 





Total live weight --- 9080 Total Per live cwt 

Total carcass weight 6511 Yield gain -- N/R -$ .78 

Actual yield ------- 71.71 Grade gain -- N/R S1208 *k= trim loss 
Standard yield ---- 73.00 Sort gain --- N/R -$ .33 

Yield difference --- -1.29 Lot value - $3942.60 $43.42 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
* These carcasses had weight loss due to trimming. 
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APPENDIX A 
Firm 11 
Sample Grade and Yield Settlement Report 


Live base price ------- $43.25 Total head -------- 41 Base carcass price $59.65 


Average live base price N/A Total live weight 7485 (Preferred weight range) 








Base Base - Grade Grade Total 
Weight range Live No. Std. care. | .Carci. carcass Grade prem. prem. carc. Total 
Live Carcass price head yield price weight value cwt. total) price 2vaiue 
N/A 116-130 N/A i N/A N/R 130 N/R 1 N/R N/ROS1525 66.63 
131-138 * 3 xk 402 1 Dl e453 230.95 
139-145 1 143 1 60.23 86.16 
116-130 6 745 2 sl325 381.81 
131-138 10 1347 2 56.4) 760.38 
139-145 4 566 2 DoS 3354.36 
146-152 3 440 2 60.65 266.86 
153-160 1 156 7 60.65 94.61 
116-130 4 491 3 47.05 2317202 
131-138 4 539 3 55245 298.88 
139-145 2 144 3 Do.20 83.88 
146-152 2 298 3 59.65 OF fat ls) 
153-160 1 133 3 29565 91.26 
Totals 41 DDo4 3105e00 
Lot summary: 
Total live weight --- 7485 Total Per live cwt 
Total carcass weight 5554 Yield gain -- N/A N/A 
Actual yield ------- 74.20 Grade gain -- N/R N/R 
Standard yield ---- N/A Sort gain --- N/A N/A 
Yield difference --- N/A Lot value - $3105.56 $41.49 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
* Weight docks on a carcass basis. 
xx Standard yield only used to establish base carcass price for preferred range. 
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APPENDIX A 
Firm 12 
Sample Grade and Yield Settlement Report 


Live base price ------- N/R Total head -------- 33 Base carcass price N/R 
Average live base price N/A Total live weight 6675 (Preferred weight range) 





Base Base Grade Grade Total 
Weight range Live No. Std. Canc cares carcass Grade prem. prem. carc. Total 

Live Carcass price head yield price weight value cwt. total price value 
171-180 N/R N/R 1 N/R 54.58 128 69.86 1 0 0 N/R 69.86 
181-190 1 55.59 i332 2, O2 i 0 0 2 ¢02 
181-190 1 55759 129 okt k 2 0 0 if teg at 
181-190 2 sere) 268 148.98 3 0 0 148.98 
191-200 6 55.90 846 472.91 1 0 0 472.91 
191-200 23 55.90 278 155.40 2 0 0 155.40 
201-210 4 57209 1 O90 344.96 1 Lil 2 LOS25 B55 
201-210 3 57.88 452 261.62 Z L.03 4.66 266.28 
211-240 8 58.56 1283 Pied res 1  ingial e2 ya ed OW 1/3239 
211-240 2 5G .008) fa2o 190.32 i 1.03 bye) 193.67 
241-250 1 D/<62 182 Looe 1 AP = el 108.36 
251-260 1 57.14 185 Los a7 1 1 Lave 3.18 108.89 
271-280 1 54.05 207 111.88 Z 69 1.43 iG is segs 
Totals a3 5010 2026 he 48.07 2910.79 
Lot summary: 

Total live weight --- 6675 Total Per live cwt 

Total carcass weight 5010 Yield gain -- $91.34 $1337 

Actual yield ------- 75.06 Grade gain -- $48.07 Slee 

Standard yield ---- 72.66 Sort gain --- N/A N/A 

Yield difference --- N/R Lot value - $2910.79 $43.6 


N/R - Not reported on settlement sheet, but used in packer's program. 
N/A - Not applicable; packer doesn't use or report this data. 
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Appendix D 
Figure 8 


Grade and Yield Purchases - Weight 210-240 Lbs. 


Grade Premiums and Discounts 


Percent 
40 
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Figure 9 


Live Purchases - Weight 210-240 Lbs. 


Grade Premiums and Discounts 





Percent 
35 
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APPENDIX E 


Carcass Data for Actual Comparison of Sample Lots 


Lot 1 
Head ------------- 30 Purchase date -- 2-24-82 
Live weight ---- 6035 Carcass weight ---- 4541 
Average weight -- 201 Actual yield ---- 75.247 

Approximate Backfat 

live-weight range Carcass thickness 

(Using 73% yield) weight (Inches) 
181-190 134 0.8 
181-190 134 13.0 
181-190 136 0.8 
191-200 138 lrg 
191-200 139 Reds 
191-200 141 0.8 
191-200 141 tee) 
191-200 142 Iz 0 
191-200 143 he 
191-200 145 dev 
201-210 146 0.7 
201-210 148 le3 
201-210 £50) 0.9 
201-210 150 Level, 
201-210 153 Vel 
201-210 153 ez 
201-210 153 Lo 
211-220 154 1.4 
211-220 137 hel 
211-220 158 Lez 
211-220 158 1.4 
211-220 159 1.0 
211-220 160 0.9 
211-220 160 Lol 
211-220 161 C0 
221-230 162 ee! 
221-230 163 (et) 
221-230 164 l33 
231-240 169 io 
231-240 170 A 
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APPENDIX E--CONTINUED 


Carcass Data for Actual Comparison of Sample Lots 


Bot 72 
Head ------------- 23 Purchase date --- 3-2-82 
Live weight ---- 5170 Carcass weight ---- 3825 
Average weight -- 225 Actual yield ---- 73.982 

Approximate Backfat 

live-weight range Carcass thickness 

(Using 73% yield) weight (Inches) 
201-210 153 niz 
211-220 156 mgt 
211-220 hay ORE. 
211-220 157 1.4 
211-220 158 | Ayes 
211-220 158 Us) 
211-220 159 ag 
211-220 161 2 
221-230 162 1.0 
221-230 162 Losi 
221-230 163 Tene 
221-230 163 1.4 
221-230 165 O29 
221-230 GS 1.4 
221-230 167 1.0 
221-230 167 1.4 
221-230 168 0.9 
231-240 169 1.4 
231-240 bie 2 
241-250 181 eS 
241-250 183 Pez 
251-260 187 9 
251-260 191 PO 


a 


he 


APPENDIX E--CONTINUED 


Carcass Data for Actual Comparison of Sample Lots 


iigeke <3) 
Head ------------- 16 Purchase date --- 3-3-82 
Live weight ---- 3665 Carcass weight ---- 2656 
Average weight -- 229 Actual yield ---- 72.472 

Approximate Backfat 

live-weight range Carcass thickness 

(Using 73% yield) weight (Inches) 
181-190 134 eZ 
181-190 134 C3 
191-200 140 lhewe! 
191-200 143 1h eg 
191-200 145 ibe 
211-220 160 0°59 
211-220 160 Be 
221-230 164 10 
231-240 TiS eZ 
241-250 176 eZ 
241-250 ee iz 
241-250 179 133 
241-250 180 ie 
241-250 180 ie 
261-270 197 3 
281-290 212 Hepa 
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APPENDIX E--CONTINUED 


Carcass Data for Actual Comparison of Sample Lots 


Lot 4 
Head ------------- 25 Purchase date --- 3-3-82 
Live weight ---- 6230 Carcass weight ---- 4672 
Average weight -- 249 Actual yield ---- 74.99% 
Approximate Backfat 
live-weight range Carcass thickness 
(Using 73% yield) weight (Inches) 
201-210 146 1.4 
201-210 148 Les0 
231-240 72 Peo 
241-250 178 1.4 
241-250 179 1.4 
241-250 180 eae 
241-250 183 Le3 
241-250 183 14.6 
251-260 185 T.4 
251-260 186 1) 
251-260 186 Le6 
251-260 187 e5 
251-260 188 1.4 
251-260 188 P6 
251-260 190 7S 
251-260 190 ee) 
251-260 192 1.8 
261-270 195 6 
261-270 197 Lies 
261-270 198 1.4 
271-280 200 1.4 
271-280 201 P35 
271-280 204 ins 
271-280 207 i 
281-290 209 56 
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GLOSSARY OF TERMS 


ACTUAL YIELD - The actual dressing percentage of the lot. 


AVERAGE BASE LIVE PRICE - The weighted average of the base live prices for all 
weight ranges in the lot. 


BASE CARCASS PRICE - The carcass price per hundredweight for a standard quality 
carcass. Calculated by dividing the grade and yield live price by the 
standard yield for the corresponding weight range. Also called carcass 
price, No. 3 schedule price. 


BASE CARCASS VALUE - The dollar value of a standard or base quality carcass, or 
a carcass without any grade premium or discount. Calculated by multiplying 
the carcass weight times the base carcass price. Also called carcass 
value, No. 3 schedule price. 


BASE LIVE PRICE - The price per hundredweight quoted for live hogs in the pre- 
ferred weight range, with base quality carcasses. Also called base market 
price, base market, base, market, grade and yield base price. 


GRADE - The quality criteria for carcasses established by each packer. One grade 
is normally designated as the base or standard grade. This grade has no 
corresponding premium or discount, but all other grades do. 


GRADE GAIN OR LOSS - The sum of the grade premiums and discounts. Expressed as 
a total dollar amount and/or a hundredweight amount. Also called grade 
P and L, grade factor, grade margin, lean add/fat deduct. 


GRADE PREMIUM OR DISCOUNT - The amount added to or subtracted from the base car- 
cass price, determined by carcass grade. Also called grade factor, grade 
margin, lean add/fat deduct. 


PREFERRED WEIGHT RANGE - The weight range most desired by a packer, which is 
usually communicated as a base weight range. Normally a 30-pound range 
somewhere between 210 and 250 pounds. Also called base weight range, base 
live-weight range, top weight range. 


SORT FACTOR - The relative loss that results from hogs in the lot being outside 
the preferred weight range. Not actually a factor in determining the amount 
to be paid for the lot. Also called sort gain/loss, sort margin. 


STANDARD YIELD - The dressing percentage assigned by each packer. Standard yields 
normally are different for each weight range. Also called standard dressing 


percentage. 


STANDARD YIELD--LOT AVERAGE - The weighted average of the standard yields for each 
weight range in the lot. Also called plant standard yield. 
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TOTAL CARCASS PRICE - The total amount to be paid for the carcass, expressed as 
a total or per hundredweight amount. Also called carcass value, meat price, 
grade and yield value, net carcass price. 


YIELD DIFFERENCE - The difference between percentage of the actual yield of the 
lot, and the lot average standard yield. 


YIELD GAIN OR LOSS - A calculated amount for each lot based on the yield 
difference. It represents the theoretical gain or loss resulting from hogs 
yielding higher or lower than standard. It is not actually a factor in 
determining the amount to be paid for the lot. Also called yield P and L, 
yield factor, yield margin. 


63 *U.S., GOVERNMENT PRINTING OFFICE ; 1984 0-420-932/PSA 2-84 








om ive 

ling sd og tiene Tego wit = gore 

raUvoe +s) eee edited The To 
Sfasjeo sen , Griae Diely 6 





: + Jeuoon wines: yeweted sesnetett2) od)! - 3 
pra bh bttese santeve Fh 
Wis” if cel Aas Vos +s7el nary — BEOA aD PTAD 
oh unt yicieet “Bedi ao Hing 469° 45% oie of? a@nsansqsy 74 sane eit 
lieutoe gon a2 f hyabre? ast) qeacl +o sariyhd galbiot 
¢ ‘ gist s% awe See cate (903 Qiirloraed 


j t * na 4 wt “yi 5 , r 
nlgre ele  giont whol © : 
3 


oe 
a 





Wg 


| Rooag 50059> 





